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THE SITUATION 

The recession in New England business activ- 
ity, which was marked in April, has continued 
during recent weeks, and although the decline in 
May, as compared with April, was not so sharp 
as that in April compared with March, neverthe- 
less, the contraction of industrial activity during 
recent weeks has been more than seasonal. The 
New England business activity index, which 
dropped four per cent 
in April, declined 3% 
per cent in May, as 
compared with April, 
and for the fifth con- 
secutive month was 
lower than the corre- 
sponding month a year 
ago. Activity in the 
cotton industry was 
contrary to this down- 
ward trend, and during 
May there was a slight 
increase from the rate 
of activity maintained 


for residential building increased, although by 
much less than the usual seasonal amount. Con- 
tracts awarded for commercial and industrial 
building, adjusted for seasonal, declined slightly 
in May. The value of building contracts award- 
ed in May was three per cent less than during 
the previous month, and 12 per cent lower than 
in May, 1926. Although the number of com- 
mercial failures in New 
England during the last 
three months has been 
smaller than during the 
corresponding period a 
year ago, the total lia- 
bilities during this peri- 
od have been materially 
greater this year than 
during March, April, 
and May, 1926. There 
was a marked decline 
in freight carloadings in 
New England during 
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Although a smaller number of business failures occurred in New 
England during March, April, and May this year than during 
the corresponding period a year ago, the liabilities were materially 


May, as compared with 
April. Sales of new 
automobiles in this dis- 


cline in May from aaae Wie veus. 
April, although the raw Source of data—R. 
wool markets have been stronger during recent 
weeks. Activity in the shoe industry was slightly 
less in May than during April, although the total 
production for the first five months of 1927 was 
about the same as that for the same period a 
year ago. There has been little change in em- 
ployment conditions, although the demand for 
workers was reported materially less in May 
than in April in both Massachusetts and Con- 
necticut. Contracts awarded for new building in 
New England decreased in May as compared 
with April. Floor space of contracts awarded 


trict also were below 
those of the same month 
a year ago. Preliminary reports of sales of de- 
partment stores in New England indicate that 
retail trade was more active in June than in May. 
Collection conditions during May were reported 
as only fair. Quotations for brokers’ prime com- 
mercial paper of four to six months’ maturity, 
New York market, have recently risen to 4% per 
cent; the rate on bankers’ acceptances, 90-day 
bills, advanced to 334 per cent during the third 
week of June. Call money, on the other hand, 


has recently averaged slightly better than four 
per cent, ° 


G. Dun & Company. 
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MONEY AND BANKING 


There have been divergent movements of rates 
in the money market during recent weeks. Some 
rates remained unchanged, some advanced, while 
still others have declined. The seasonal trend 
would indicate that prime commercial paper rates 
usually decline between March and July, yet 
quotations for brokers’ prime commercial paper 
of four to six months’ maturity, New York mar- 
ket, remained unchanged at 4-414 per cent from 
March throughout the week ending May 28, then 
stiffened to 414 per cent during the first three 
weeks of June. The yields on United States 
Treasury Certificates of Indebtedness declined 
steadily during May and the first week of June. 
Bankers’ acceptances, 90-day bills, remained un- 
changed at 354 per cent through June 15, but 
have since strengthened to 334 per cent. 

Time money secured by mixed collateral in 
the New York market was quoted at 434-44 per 
cent during the weeks ending May 28 and June 4, 
then strengthened to 414 per cent during the two 
weeks ending June 18. During June, 1926, time 
money ranged from 334 to 41%4 per cent. New 
York call money rates advanced during the latter 
part of May and the first few days of June, then 
declined abruptly. The weekly average during 
the week ending June 18 was 4.03 per cent. The 
operations of the Treasury on June 15 did not 


disturb the money market, although the turnover 
of funds was very large. 

Total loans of member banks in leading New 
England cities increased during the four-week 
period ending June 15 from the low level which 
prevailed during the latter part of April and the 
first three weeks of May, and as a result were 
materially higher during the first half of June 
than during the corresponding period a year ago. 
“Commercial” loans in Boston member banks in- 
creased slightly during the three weeks ending 
June 15 from the weekly average of May, while 
collateral loans increased considerably during this 
period. “Commercial” loans in banks in other 
important New England centers also increased 
during the three weeks ending June 15, and 
were higher than during the same period a year 
ago, whereas loans secured by stocks and bonds 
have shown little fluctuation during the past two 
months. : 

Total deposits of New England reporting mem- 
ber banks during the week ending June 15 were 
higher than any previous week. The large gain 
at this time probably was due to the Government 
financing. Time deposits in Boston member 
banks have increased slightly from the average 
maintained during May, but have shown no 
marked change for several months, whereas time 
deposits in banks in other New England cities 
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Commercial loans of New England member banks have been increasing during recent weeks, but little of this increasing credit 
strain has been reflected in borrowings from the Federal Reserve Bank of Boston. The comparison of the “Commercial Loans” curve 
with that of ‘‘Total Loans and Discounts” indicates that collateral loans have also increased. 
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have increased steadily since the first of the year. 
Net demand deposits in New England member 
banks were higher during the three weeks ending 
June 15 than during May. In banks in New 
England cities exciusive of Boston, net demand 
deposits during the past two months have been 
well above those of the corresponding period a 
year ago, while the net demand deposits of the 
reporting member banks in Loston have been 
somewhat lower than the same period in 1926 

Borrowings from the Federal Keserve Bank oi 
Boston by the New England member banks in- 
creased during May, but declined during the first 
two weeks of June. boston member banks’ bor- 
rowings increased materially from the low week 
of April 27 to the week ending June 1, then de- 
clined sharply the first two weeks in June. Bank 
borrowings in other New England cities followed 
a similar trend, but to a lesser extent. Security 
investments of the reporting New England mem- 
ber banks have continued to increase recently 
and are substantially larger than a year ago. 

Loans to brokers by New York reporting mem- 
ber banks reached a new high total during the 
week ending June 18. There has been a steady 
increase in brokers’ loans since the middle of 
March, but the rise has been marked during the 
three weeks ending June 18. Check transactions, 
when adjusted for seasonal influences, declined 
in New England in May, as compared with April, 
but the trend in six cities, however, showed an 
Opposite movement. 

There has been practically no change during 
recent weeks in total deposits in the Federal Re- 
serve Bank of Boston, although total deposits 
of all Federal reserve banks combined have in- 
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The recent rise in prime commercial paper_rates to 414 per cent 

brings them to the highest point since last January. The average 

yield on high-grade bonds is now at its lowest point in a number 
of years. 

Sources of data—Federal Reserve Bank of New 


York and 
Standard Statistics Company. 


creased. Federal reserve note circulation has been 
increasing in this district since the middle of 
March, whereas the note circulation of all Fed- 
eral reserve banks combined has been decreasing 
recently. Cash reserves in the Boston district de- 
clined during May and advanced early in June. 
The reserve ratio of the Federal Reserve Bank 
of Boston was 73.3 per cent on June 1 and 79.9 
per cent on June 15, 

Commercial failures, as nee by Dun’s Re- 
view, show that there were fewer failures during 
March, April and May this year than during the 
corresponding months a year ago. The difference 
was slight, as is shown in the following table. 
The liabilities, however, during these same 
months were considerably greater this year. 

NUMBER OF COMMERCIAL FAILURES 
IN NEW ENGLAND 
(Dun’s Review) 


1927 1926 9% Change 
FAMUAE YE o:s ctw eds costae wens 269 211 +27 
BGbStdn yt dsnncescdeunwagnee 210 170 +23 
MARGIE gic ascwo deste neceess 23: 240 —3 
PAAIGEUD. cx dictsig ote ere Ga ree ae 197 223 —11 
DEAD ov ana'ta aoa nene seewe 206 210 —2 
"PGEAN a ese ewabceeeeeoe, 1,116 1,054 + 6 


LIABILITIES OF COMMERCIAL FAILURES 





IN NEW ENGLAND 
(000 omitted) 
1927 1926 % Change 
Janay ed ecu eeoess $3,776 $6,691 — 44 
BéDrtary: wccsieeen cee 3,412 2,338 + 46 
MERGED ss eee eeaes 7,961 3,250 +145 
1991) 7 | Se EP Eee Cr 6,913 3.779 + 83 
MGV 0.6 cscnndecnodsnes 5,536 3,848 + 44 
"Bota oc tc% <40 sco eaae ee $27,598 $19,906 + 39 
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Eee 
Kees m “the middle of May to the middle of June there was a 
contraction in the volume of loans by member banks for com- 
mercial use. During the same period there was a marked rise 
in loans to brokers in New York, bringing total loans of this 
type to a new high level. 
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NEW ENGLAND MARKETS 


NEW ENGLAND BUSINESS ACTIVITY INDEX 
Per Cent of 1922-1923 Monthly Average 


1927 1926 1925 
MOE Sg soa 'bie nla pwd eRe oS ote 103.7 105.4 102.5 
EE cs eeu was wae done kaw ew Soe 99.6 100.6 101.4 
DE States esas bade dead se ae an 96.2 96.6 97.1 


The reduction of business activity in May was 
more than seasonal in magnitude and caused a 
further decline in the New England Business 
Activity Index to 96.2. The factor most respon- 
sible for this decrease from the April point was 
the reduced volume of merchandise and miscel- 
laneous freight carloadings, although wool con 
sumption, building activity, workers called for, 
and deposit turnover contributed to the decline. 
Only the cotton manufacturing activity increased. 
In each of the first five months oi the year the 
index has been lower than for the corresponding 
months of 1926. Monthly check payments, not 
included in the index, continue to exceed last 
year’s totals, not only for the district as a whole 
but for the majority of New England cities. 

Boston:—Supply of workers has shown a larg 
er increase than the demand for them. building 
activity below year ago. June retail trade very 
good; improved over May. Check payments con- 
siderably above same 1926 periods. 

Fall River:—Decline from preceding month in 
number employed. Activity in the coarse goods 
markets continues good, with firming prices. 
May check payments above a year ago. 

Hartford:—Employment reduced, but general 
business continues to average considerably ahead 
of last year. Building active, although somewhat 
below a year ago. 
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This year check payments in practically all New England cities 

have exceeded payments for the corresponding periods of 1926. 

Brockton, Lynn and Manchester were the only cities showing a 
decline in May, as compared with May, 1926. 


Holyoke:—There was little change in May in 
number employed. Number of plants operating 
full time small. Continues to show largest gains 
in check payments of any New England city. 


Lynn:—With seasonal curtailment in the shoe 
industry has come a large reduction in the num- 
ber employed. May check payments continue 
below a year ago. 

Manchester:—Only part-time employment in 
the textile, shoe, and box industries now reported. 
Check payments behind a year ago. 

New Bedford:—May bank debits show im- 
provement over year ago. Fine goods markets 
continue active. Employment showed only slight 
reduction from April. 

New Britain:—New Britain employment in 
May fully five per cent below corresponding 
month a year ago, but some improvement from 
April in the industrial situation has been reported. 

New Haven:—Building activity, demand for 
workers, and retail trade show decreases from 
April, but the general situation remains good. 

Portland :—Industrial conditions generally ac- 
tive. Most plants operating full time. Volume 
of building construction good. 

Providence:—May retail trade good, although 
average for the year less than for the whole of 
New England. Check payments in May ahead 
of a year ago, although the year to date is below 
same 1926 period. 

Worcester:—Reduced activity in the metal 
trades accounts for the decrease in employment. 
The volume of business, indicated by check pay- 
ments, continues ahead of a year ago. 
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Massachusetts factory employment in May was below the corre- 
sponding month of any of the four preceding years. This 
tendency is not reflected in the New England Business Activity 
Index, the general level of which has been higher during the 
last three years than in 1923 or 1924. 
Sources of data—Massachusetts Department of Labor and 
Industries and Federal Reserve Bank of Boston. 
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COMMODITY PRICES AND INDUSTRIAL CONDITIONS 


Commodity Prices:—The general level of 
wholesale commodity prices during May showed 
practically no change ‘from April. The index of 
the Bureau of Labor Statistics showed increases 
in the farm products, food, clothing, building ma- 
terials, chemicals, and miscellaneous groups, but 
declines in the fuel and metals groups. The firm- 
ing tendency continues to dominate raw materials 
markets, and the basic commodity price index of 
the Federal Reserve Bank of New York at the 
middle of June had risen to the level of the first 
week of February. The Harvard weekly price 
index, probably more typical of the wholesale 
price level as a whole, indicates clearly the grad- 
ual and orderly price recession that has taken 
place since the summer of 1925. Likewise, the 
net number of price advances or declines com- 
puted from Dun’s representative list of whole- 
sale prices shows the strengthening felt during 
May, as well as the hesitancy with which prices 
recently have yielded, in comparison with the 
first part of 1926 and earlier periods of price 
declines. 

Of the prices of products important in New 
England industry, hides and leathers, raw cotton, 
and cotton goods have shown the most strength. 
In each case the prices of the raw products have 
advanced considerably from the low point of the 
year, but the prices of the semi-finished and fin- 
ished goods have responded but slowly. Raw 
wool prices have been firm and in many grades 
advances have been reported. Raw silk is now at 
the low for the year, having dropped nearly 50 
cents per pound since the latter part of April. 





NEW ENGLAND BUILDING CONSTRUCTION 
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Both the value and the floor space of commercial and industrial 
building contracts have shown a greater decline from the March 
peak than either the value or floor space of residential contracts. 
There was a slight increase in the floor space of residential 
contracts awarded in May, but a decline in their value. 


Source of data—F. W. Dodge Corporation. 


Likewise, the price of rubber has declined more 
than five cents per pound since the last of May 
and is now the lowest since the last quarter of 
1924. 

Employment :—Industrial employment for the 
months of April and May declined quite generally 
throughout New England. This decrease, while 
seasonal, has carried the general level of employ- 
ment, in Massachusetts at least, to a point lower 
than in 1924, All of this loss has not taken place 
this spring, inasmuch as the number employed 
during the third and fourth quarters of 1926 
showed only a partial recovery from the second 
quarter decline of that year. Employment was 
reduced substantially in the boot and shoe indus- 
try, in machine shops, and in the woolen and 
worsted factories. May reports from public 
employment offices indicate a large supply of 
nearly all classes of workers, with a slightly 
increased demand by employers in Boston, al- 
though in other centers the demand for workers 
in May was below April. In all cities the de- 
mand for help was less than in May a year ago. 

Boots and Shoes:—The production of boots 
and shoes in New England during May was ap- 
proximately 8,195,000 pairs. This was 6.4 per 
cent decrease from April and one-half per cent 
reduction from May, 1926. The decline from 
April in New England was practically all sea- 
sonal and of less magnitude than for the whole 
country. Preliminary reports indicate a 10 per 
cent decline for the United States and 11.7 per 
cent for the United States excluding New Eng- 
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In five out of the last six weeks there_has been an excess of 

price increases over price declines in Dun’s list of wholesale 

commodity prices. The Harvard weekly price index, while lower 

than earlier in the year, has recently shown a tendency to 
strengthen. 


Sources of data—Harvard Economic Service and “Dun’s Review.” 
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land. ‘his does not alter the comparison between 
the New kngland states and all other shoe-pro- 
ducing states tor the years 1926 and 1927. While 
production in New Lngland has averaged about 
the same as in 1926, production in all other states 
has been larger each month this year than in the 
same months of 1926. 

Building:—the value of May building con- 
tracts in this district was $41,426,000. ‘Lhis 
represents a loss of three per cent trom April and 
1% per cent from May, 1926. ‘Lhe total for the 
months of March, April, and May this year ex- 
ceeded any similar three months’ period for 
which records are available, but the total value 
of contracts awarded for the first five months 
this year was slightly below the total for the 
same period in either 1925 or 1926. ‘This year 
the spring peak of building activity was reached 
in March, whereas it usually occurs in May. lor 
the United States as a whole, although an in- 
crease from April to May was reported, the 
value of new building for the first five months 
this year was also slightly behind the same peri- 
od of 1926. 

The chart on page five compares the floor 
space with the value of contracts awarded for 
residential, as well as commercial and industrial 
building. The volume in floor space and the 
value in dollars have a closer relationship in 
residential building than in the combined com- 
mercial and industrial classes. Sometimes the 
curves, representing two ways of measuring 
building activity, move in opposite directions, but 
essentially the two give the same general view of 
the current situation. 


Textiles:—The index of cotton manufacturing 
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New England shoe production in 1927 has followed very closely 
the 1926 production for the first five months of the year. How 
ever, the 1927 production in all other states has averaged above 
1926 in each of the first five months. 
Source of data—U. S. Department of Commerce. 


activity in New England, composed of cotton 
consumption and production of fine goods, and 
adjusted for seasonal changes, rose in May and, 
with the exception of May, 1923, was the highest 
on record for that month. Cotton consumption 
increased during May by slightly more than the 
usual seasonal extent and, although the produc- 
tion of fine goods declined, it was by less than the 
usual seasonal decrease from April to May. The 
past six months has witnessed a period of sus- 
tained high rate of activity in the cotton indus- 
try that has exceeded any period of similar length 
since 1922-1923. An increase in spindle activity 
was also reported for May, and, although higher 
than a year ago, it is still below the high point 
for this year attained in March, 

There has been little change in the volume 
of business transacted in the fine and coarse 
goods markets at New Bedford and Fall River. 
Prices have been advanced and maintained at 
the higher levels by sellers and sales have been 
averaging larger than in previous years at this 
time. 

The volume of wool consumed by New Eng- 
land mills reversed last month’s movement, and 
increased 4.7 per cent over April, and was nearly 
25 per cent larger than in May a year ago. For 
the year to date activity in the woolen and wor- 
sted mills, as indicated by consumption figures, 
has averaged considerably above the correspond- 
ing five months of any year since 1923. Both 
New England and the United States for the year 
to date have shown the same percentage increase 
over 1926. The Boston wool market has reported 
increased activity during May and June. Trad- 
ing has been fairly active, although in small lots, 
and prices have been firm. 
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Activity in the woolen and worsted industries in April was on 
about the same level as a year ago. The decline that has taken 
place since November has been seasonal. Woolen spindles are 
now operating at a higher rate of activity than worsted spindles. 
Source of data—U. S. Department of Commerce. 
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RETAIL AND WHOLESALE TRADE .- 

During the first three weeks of June preliminary reports placed department store sales in this 
district about five per cent above sales during the same period in June last year. Early June trade 
activity this year showed a decided improvement over May. Usually the increase in sales from May 
to June is negligible. The larger rise than usual between May and June this year was due chiefly to 
the poor volume of business in May, and by the middle of June sales were ahead of the same period 
of several years past. 

SALES CONDITIONS 
1926 = 100 


Month of May January through Mav 

1924 1925 1926 1927 1924 1925 1926 1927 
Connecticut Department Stores ..............000- 102 95 100 99 98 98 100 103 
Maine Department Stores. ..si< s6s0ccc0s cecesss 100 93 100 98 101 98 100 106 
Massachusetts Department Stores ............... 98 95 100 96 98 96 100 103 
New Hampshire Department Stores ............. ee ee 100 86 er Pre 100 104 
Rhode Island Department Stores ................ 100 100 100 101 99 101 100 100 
Vermont Department Stores .....06.66006000c0cce 104 96 100 93 109 103 100 103 
Boston Department Stores ...3.:0....000-ce0000% 99 95 100 96 99 96 100 102 
Boston Women’s Apparel Shops ..............-- 90 94 100 95 88 96 100 108 
New Haven Department Stores ................ 101 95 100 98 98 99 100 105 
Providence Department Stores ..............000% 101 98 100 101 99 99 100 101 
New England Department Stores ............... 98 97 100 96 99 97 100 102 
New England Wholesale Grocers ............... 104 102 100 100 104 104 100 99 
New England Wholesale Shoe Concerns ........ 87 89 100 87 97 100 100 98 


CREDIT CONDITIONS 
Percentage of Open Accounts Outstanding at the First of May 
Collected during May 


1924 1925 1926 1927 
BOStoW, Deparemiene StOLESe cs <isinviccssias aco enie he cee Renee eee reer 52.6 53.1 53.4 52.4 
BOStOns WOMeRIS A tides ONS! oie acad «dacs clea ara ia Go die sind eo tase a aeeaia aeletorere 48.3 45.4 50.4 45.7 
INGW ELAVelin De pattinent se OLOS <<< .aciees saca a aac ne nee soelnee ale tenes eee 60.1 56.4 51.6 52.4 
PLOVIGeNCE Department, SOLES .é:<. ios ccs. dcaviensiace ORae bdo te eeeeoeeeueneeuees 56.5 54.9 51.9 52.6 
ING@W Eneiane Departnietit StOleSecsccs «cess cwciaca cbs oo tanlee on wecnue eoaesiew ad 51.6 51.6 50.8 50.3 
New. England Wholesale Grocery Concetis:. <ccccccecsenss cccwcwcseecuesiaes 70.7 71.8 70.8 70.6 
New Bngland Wholesale Shoe Concéeens: «coc. os cosccocce ve cuswadccecascesees 34.8 34.1 35.6 36.2 


Due to a slow rate of collections reported in May, 1926, in New Haven and Providence, the 
rate reported for May this year shows some improvement. The average New England department 
store, however, reports the lowest rate of collections of regular accounts outstanding of any May in 
the past five years. A good rate of collections was reported for instalment accounts during May, 
with a rate equal to, or better than, that in May of the past few years. 


SALES BY DEPARTMENTS —NEW ENGLAND DEPARTMENT STORES 
1926 = 100 


Month of May January through May 

1924 1925 1926 1927 1924 1925 1926 1927 
Sill and Velvet Dress Goods) «<0 ccs ccc cnt wocceen 87 97 100 %6 90 100 100 88 
WWoGleHn Dress GOOdS «canon nacwccutecsiiveeccdors 144 125 100 87 158 130 100 83 
COMORUD Less GOOdS.:. asec verte esome wae sseeees 127 118 100 84 123 113 100 87 
Silverware and JEWweley ss. o0tcdis dec esizwtaeewes 97 99 100 119 102 92 100 115 
BC EEO C010) 5a ee Se eR eee 113 98 100 91 105 96 100 99 
BME ite StI ESE SER EEN CS 5-0 's- a onagtaystaiay eral rac cresta eremere’s 94 95 100 96 92 93 100 104 
OUST NVCAE eee einn ia eta Gane wean on naees 88 85 100 86 91 94 100 99 
Women's Ready-to-Wear j.cccscsesivetctencscea 115 97 100 87 117 104 100 98 
Misses’ Ready-to-Wear’ soac-ss screed eas cedav-acw eer 93 84 100 98 95 92 100 110 
Tuniors’ and Girls’ Ready-to-Wear .............. 81 82 100 98 83 92 100 110 
WEEIRIIOES crete ccl co iercaste Cx Gin oe woe melas wena 83 79 100 a 98 98 100 102 
Women’s and Children’s Gloves .............000: 94 87 100 96 96 89 100 102 
CORSEES ANG BEASSHELES | sick ccascoeclovsvecciuecs 113 100 100 97 103 104 100 99 
Women’s and Children’s Hosiery ............... 96 92 100 108 95 97 100 118 
Knit Underwear, mc, Glove Sille <<..6cscckceccses 88 91 100 100 90 92 100 104 
Sitk-and Muslin Underweat <.icsccc00%00 0000000. 93 97 100 92 106 99 100 96 
Wotren’s. and Children’s SHO€S .::...66000-2s000- 88 91 100 94 90 95 100 100 
UUIGHNREIS Es ers 5-3 Crocs xed we eRe Ota ane ciotecee et rereten tens 84 88 100 95 92 92 100 102 


Only three of the larger departments showed an increase in sales during May, as compared with 
May, 1926. For the first five months of this year, however, the majority of the departments were 
ahead of the same period a year ago. The largest sales increases were in the women’s hosiery depart- 
ment. In May there were $108 of sales to every $100 in May, 1926, $92 in May, 1925, and $96 in 
May, 1924. For the year to date increases in this department have been even more favorable. 








MONTHLY REVIEW OF THE FEDERAL RESERVE BANK OF BOSTON July I, 1927 





SUMMARY OF BUSINESS CONDITIONS IN THE UNITED STATES 





PRODUCTION OF MANUFACTURES AND MINERALS 
UNITED STATES 


1923 i924 1925 1926 1927 


AVE. 


¢MINERALS 


et 


4 
MANUFACTURES 


PER CENT OF 1923-25 
w 
°o 








WHOLESALE PRICES 
UNITED STATES 


1925 1926 


19/3 AVE. 


PER CENT OF 





MEMBER BANK CREDIT 
UNITED STATES 


1924 1925 1926 1927 


‘ALL OTHER’ LOANS 
sca a onl ta 


INVE STMENTS += 
a 


a 


LOANS ON SECURITIES 


BILLIONS OF DOLLARS 











FEDERAL RESERVE BANK CREDIT 
UNITED STATES 


1923 1924 1925 1926 


TOTAL RESERVE BANK CREDIT, 


DISCOUNTS FOR 
MEM BANKS 
s 


BILLIONS OF DOLLARS 


'~ ACCEP TANCES 














Industrial production increased in May and continued at a higher 
level than a year ago, while distribution of commodities was in smaller 
volume than last year. The general level of wholesale commodity prices 
has changed but little in the past two months. 


Production:—Output of manufactures increased considerably in May, 
while production of minerals was maintained at the April level. Increased 
activity was shown in cotton and woolen mills, in meat packing, and in 
the production of lumber. The output of iron and stcel, non-ferrous metals, 
automobiles, and building materials, after allowance for usual seasonal 
variations, was maintained at practically the same level as in April. Since 
the latter part of May, however, production of steel and automobiles has 
declined. The total value of building contracts awarded continued slightly 
larger in May and in the first two weeks of June than in the correspond- 
ing period of last year. Production of winter wheat was estimated by the 
Department of Agriculture on the basis of June 1 condition at 537,000,000 
bushels, or 90,000,000 bushels less than last year. The indicated rye 
production was placed at 48,600,000 bushels, which is 20 per cent larger 
than the crop in 1926. 


Trade:—Sales of retail stores in May showed more than the usual 
seasonal decline from the high April level. Compared with May of last 
year, department store sales were about four per cent smaller, while those 
of mail order houses were slightly larger. The value of wholesale trade 
of all leading lines, except groceries and meats, was smaller in May than 
in April and in the corresponding month of 1926. Inventories of mer- 
chandise carried by department stores showed slightly more than the usual 
seasonal decline in May, and at the end of the month were somewhat 
smaller than a year ago. Stocks of wholesale firms were also smaller than 
last year. Freight carloadings increased in May by less than the usual 
seasonal amount, and for the first time in over a year daily average 
loadings were in smaller volume than in the corresponding month of the 
preceding year. Loadings of all classes of commodities, except live stock, 
ore, and miscellaneous products, were smaller than last year. 


Prices:—The general level of wholesale commodity prices has re- 
mained practically unchanged since the middle of April. Prices of grain, 
cotton, and hides and skins have advanced, but these advances have been 
offset in the general index by declines in the prices of live stock, wool, 
silk, metals, and rubber. 


Bank Credit:—Demand for bank credit to finance trade and industry 
remained at a constant level between the middle of May and the middle of 
June, and the growth in the volume of credit extended by member banks 
in leading cities during the period was in holdings of securities in loans 
on stocks and bonds. Loans to brokers and dealers in securities by report- 
ing member banks in New York City increased rapidly and on June 15 
were in larger volume than at any previous time covered by the reports. 

At the Federal reserve banks there was little net change in the 
volume of bills and securities between May 25 and June 22, the fluctua- 
tions during the period reflecting largely the effects of Treasury opera- 
tions. Discounts for member banks toward the end of June were in 
about the same volume as a month earlier, while there was a decline in 
the reserve banks’ holdings of acceptances and an increase in the port- 
folio of United States securities. 


Conditions in the money market were fairly stable throughout the 


period, with slight advances in the rates on commercial paper, and more 
recently on bankers’ acceptances, 











